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INTRODUCTION 


The  author  of  this  pamphlet,  Prof.  Joseph  M.  Goldstein, 
has  recently  arrived  in  this  country,  having  been  delegated  by 
the  University  of  Moscow  to  study  the  problems  of  trade  rela- 
tions between  the  United  States  and  Russia  and  the  possi- 
bilities for  American-Russian  financial  and  commercial  co- 
operation after  the  War. 

Prof.  Goldstein  is  considered,  in  Russia  and  throughout 
Europe,  one  of  the  foremost  authorities  on  problems  of  foreign 
trade,  commercial  treaties,  trusts  and  syndicates.  The  present 
mission  of  Prof.  Goldstein  is  in  logical  sequence  with  his  pre- 
vious mission,  in  1912,  when  he  was  delegated  by  W.  N. 
Kokovtzoff,  at  that  time  the  Secretary  of  Finance  in  Russia, 
and  by  A.  Krivoshein,  then  Secretary  of  Agriculture,  to  Ger- 
many, Norway,  Sweden,  Denmark,  Holland,  Belgium  and 
other  European  countries  for  a study  of  their  trade  relations 
with  Russia.  As  a result  of  this  journey  to  the  European 
countries.  Prof.  Goldstein  published  a report,  entitled : “The 
Russian-German  Commercial  Treaty,  or  Shall  Russia  Become 
a German  Colony?” 

The  title  of  this  report  shows  the  views  of  Prof.  Goldstein 
on  the  problem  of  trade  relations  between  Russia  and  Ger- 
many. In  1913  Prof.  Goldstein  visited  the  United  States, 
having  been  delegated  again  by  Messrs.  Kokovtzoff  and  Krivo- 
shein, and  as  a result  of  the  visit  to  this  country.  Prof.  Gold- 
stein published  a report  under  the  title,  “The  Panama  Canal 
and  the  Russian-German  Commercial  Treaty.”  The  basic  idea 
of  this  report  was  that  if  Russia  continued  her  then  existing 
trade  policy  toward  Germany  she  would  inevitably  become  a 
German  colony.  The  conclusion  was  that  Russia  in  her  for- 
eign trade  should,  as  far  as  possible,  replace  Germany  by 
developing  trade  with  other  European  countries,  and  especially 
with  the  United  States. 

The  great  events  which  have  taken  place  in  Europe  and  in 
Russia  during  the  past  four  and  a half  years,  and  especially 


the  nature  of  the  so-called  Brest-Litovsk  Treaty,  temporarily 
imposed  on  Russia  by  Germany,  with  the  help  of  the  Bol- 
shevik!, emphasize  the  soundness  of  the  opinion  of  Prof. 
Goldstein,  formulated  by  him  many  years  before  the  War 
started.  The  economic  future  of  Russi.a  lies  in  her  close  co- 
operation with  the  Allied  countries,  and  especially  with  the 
United  States.  The  ideas  expressed  by  Prof.  Goldstein,  in 
this  pamphlet,  are  encouraging  for  every  American  business- 
man interested  in  the  Russian  market,  and  therefore  they  are 
very  timely.  About  two  years  ago  every  American  business- 
man had  faith  in  Russia  and  believed  in  the  possibilities  for 
commercial  and  financial  co-operation  between  the  United 
States  and  Russia.  To-day  many  are  discouraged.  The 
present  situation  makes  them  lose  the  necessary  perspective 
in  their  judgment  about  Russia. 

The  extreme  optimism  of  two  years  ago  and  the  extreme 
pessimism  of  to-day  are  equally  ungrounded.  The  rule  of  the 
Bolshevik!  cannot  but  be  temporary.  This  faction  with  its 
naive  political  and  economic  experiments  will  disappear  as 
soon  as  the  instinct  for  self-preservation  reasserts  itself  in 
Russia,  as  soon  as  Russia  begins  to  recover  from  her  grave 
wounds.  Young,  full  of  latent  power,  she  is  passing  through 
a period  of  utmost  disorganization  known  to  every  country 
that  has  passed  from  tyranny  to  free,  democratic  development. 
With  the  disappearance  of  the  Bolsheviki,  transportation  will 
be  re-established,  the  banks  will  be  reopened,  the  financial  sys- 
tem will  recuperate,  the  management  of  industries  will  be 
placed  in  the  skilled  hands  of  the  industrial  class.  All  this  is 
bound  to  occur  as  soon  as  the  nation,  coming  out  of  its  crisis, 
will  bring  into  existence  a stable,  democratic  government  com- 
posed of  the  best  representatives  of  Russia’s  mind  and  states- 
manship. 

The  moment  is  not  distant  when  peace  wdll  be  firmly  estab- 
lished in  Europe.  At  this  moment  a feverish  upbuilding 
movement  will  start  all  over  Europe,  and  Russia  will  lead  this 
movement.  She  will  build  railroads,  highways,  develop  her 
natural  resources,  build  up  industries  and  trade,  which  will 
bring  her  to  the  foremost  ranks  of  the  civilized  nations.  The 
United  States  is  designated  by  history  to  participate  in  this 
upbuilding  of  the  young  democratic  nation.  Every  business- 
man in  this  country  should  be  prepared  for  his  future  activi- 
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ties  in  Russia,  so  that  the  two  sister  democracies  may  be  fully 
benefited  by  this  possible  and,  under  the  circumstances,  neces- 
sary co-operation. 

The  thoughts  expressed  by  Prof.  Goldstein,  in  this  pam- 
phlet, and  especially  his  diagrams  of  Russia’s  foreign  trade 
which  we  reprint  here  with  the  kind  permission  of  The  New 
York  Times,  where  they  originally  appeared  on  Sunday, 
, December  29th,  1918,  contain  many  suggestions  of  practical 

value  for  every  American  businessman  interested  in  the  Rus- 
sian market.  Under  the  present  conditions  it  is  difficult  to 
have  actual  trade  with  Russia,  but  this  is  the  time  to  prepare 
for  trade  with  Russia.  This  pamphlet  is  issued  for  those  far- 
sighted businessmen  in  the  United  States  who  understand 
the  necessity  for  such  preparedness. 

A.  J.  SACK, 

Director  of  the  Russian  Information 
Bureau  in  the  U.  S. 
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America’s  Opportunities  for  Trade 
and  Investment  in  Russia 

By 

DR.  JOSEPH  M.  GOLX)STEIN 

Professor  of  Political  Economy  at  the  Moscow  High  Institute  of  Commerce  and 

Industry  and  of  the  University  of  Moscow. 

SEVENTEEN  years  ago  I stated  in  my  report  to  Count 
Witte,  then  Minister  of  Finance  in  Russia,  that  unless 
Russia  changed  radically  her  foreign  trade  policy  she 
would  inevitably  become  a German  colony. 

I have  often  stated  since,  in  various  works*  and  articles, 
that  Russia  can  avoid  becoming  a German  colony  only  by 
coming  into  close  relations,  politically  and  economically,  with 
other  European  countries  and  with  the  United  States.  Al- 
though some  of  the  representatives  of  the  Russian  Government, 
such  statesmen  as  Mr.  Kokovtzoff,  Prime  Minister  and  Minis- 
ter of  Finance,  and  Mr.  Krivoshein,  Minister  of  Agriculture 
in  his  Cabinet,  shared  my  views,  they  were  practically  unable 
to  do  anything  in  the  direction  suggested  because  the  policy 
of  the  old  regime,  based  on  oppression  of  the  small  nation- 
alities and  opposed  to  the  free  development  of  the  initiative 
and  energy  of  the  individual,  made  the  establishment  of 
friendly  relations  with  democratic  countries,  and  especially 
the  United  States,  absolutely  impossible. 

The  events  of  this  war  and  Germany’s  perfidious  policy  have 
opened  the  eyes  of  the  Russian  people  to  the  German  aims  in 
our  country.  So  the  term  “German  Colony,”  which  I was  the 
first  to  apply  to  Russia  in  describing  the  German  aims,  be- 

* “The  Russian-German  Commercial  Treaty,  or  Shall  Russia  be  a German 
Colony?”,  first  edition  in  1913;  “German  Syndicates  and  Russian  Exports,” 
first  edition  in  the  beginning  of  1914;  “The  German  Yoke  and  the  War  of 
Emancipation”  and  others. 
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came  popular,  and  every  one  understands  now  that  Russia  is 
facing  the  real  danger  of  becoming  a colony  of  her  neighbor. 
Although,  after  the  democratization  of  Germany,  this  course 
will  not  be  as  dangerous  as  heretofore,  nevertheless,  I am 
certain  that  it  is  very  imperative  for  Russia  to  avoid  having 
her  enormous  natural  resources,  her  commerce,  trade  and 
banking  monopolized  by  any  one  country,  as  there  is  an  inher- 
ent danger  in  the  monopolization  of  one  country’s  markets  by 
another.  The  monopolization  of  Russia’s  markets  by  Ger- 
many is  no  less  undesirable  for  Russia  than  for  the  Allies,  as  a 
one-sided  economic  unity  between  Germany  and  Russia 
will  lead  eventually  to  a political  union  between  these  coun- 
tries. It  must  not  be  forgotten  that  in  the  present  epoch, 
more  than  in  any  other  one,  the  basis  of  any  political  friend- 
ship is  the  unity  of  commercial  interests.  Therefore  only 
close  economic  cooperation  with  the  democracies  of  the  United 
States  and  the  Allies  can  save  Russia  from  the  German  yoke. 

The  economic  conditions  in  Russia,  after  peace  is  finally 
concluded,  and  the  prospects  for  her  economic  development 
will  be  very  much  like  the  conditions  in  this  country  after  the 
Civil  War.  The  development  of  this  country  during  the  last 
half  century  was  based  mostly  on  the  creative  power  of  for- 
eign capital,  and  on  the  same  will  be  based  the  economic 
development  of  Russia.  Therefore,  the  Bolshevist  experiments 
in  nationalizing  the  industries  and  the  foreign  trade  can 
be  only  of  a temporary  nature.  The  future  of  Russia  depends 
upon  the  development  of  her  rich  natural  resources,  and  this  is 
impossible  until  conditions  are  created  whereby  domestic  and 
foreign  capital  will  feel  itself  safe  and  encouraged  to  work. 
A strong  national  movement  is  now  growing  in  Russia,  and 
it  is  certain  that  after  the  period  of  chaos  and  anarchy,  inevit- 
able under  the  conditions  of  a revolution,  Russia  will  become 
an  orderly  State,  led  by  a stable,  practical  democratic  Govern- 
ment. This  Government  will  naturally  have  the  economic 
development  of  Russia  among  its  first  aims  and  will  be  obliged 
therefore  to  create  conditions  whereby  law  and  order  will 
reign  in  the  country.  Only  through  such  a policy  will  Russia 
be  able  to  develop  her  foreign  trade  and  to  obtain  the  capital 
necessary  for  the  development  of  her  industries,  railroads,  har- 
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bors,  river  and  canal  improvements,  central  electrical  power 
stations,  irrigation,  education,  etc. 

The  argument  that  the  economic  future  of  Russia  depends 
upon  the  introduction  into  our  country  of  foreign  capital,  as 
well  as  upon  the  development  of  our  foreign  trade,  is  often  met 
with  the  question  whether  trade  with  Russia  and  the  introduc- 
tion of  foreign  capital  would  be  safe,  in  view  of  the  unstable 
value  of  the  Russian  rouble,  even  after  the  establishment  of 
a stable  Government.  To  this  I would  answer  as  follows: 

It  is  possible  that  the  unstable  value  of  the  Russian  rouble 
may  cause  some  difficulties  for  the  merchant  and  investor.  I be- 
lieve, however,  that  by  certain  financial  measures  it  is  possible, 
more  or  less,  to  stabilize  the  Russian  currency.  After  selling 
his  products,  the  merchant  might  buy  Russian  goods,  which 
he  could  sell  in  the  United  States  or  in  other  countries  at  great 
profit.  The  investor  must  not  forget  that  the  export  of  Ameri- 
can capital  to  Russia  does  not  mean  an  actual  exchange  of 
dollars  for  roubles.  Russia  has  such  tremendous  natural  re- 
sources (land,  forests,  naphtha,  minerals,  etc.)  which  can  be 
bought  by  foreign  investors  at  so  reasonable  a price  that  the 
transaction  must  bring  big  returns  even  if  the  value  of  the 
rouble  does  not  advance.  Should  the  value  of  the  rouble 
increase  the  foreign  investor  will  profit  greatly. 

This  may  be  illustrated  concretely.  If  an  American  cap- 
italist invests  ten  million  dollars  in  Russia,  at  the  current  rate 
of  exchange  he  can  get  for  this  sum  about  75  million  roubles. 
After  the  re-establishment  of  a stable  government,  the  value 
of  lands,  factories,  mineral  fields,  etc.,  will  rise.  An  advance 
of  50%  only  would  bring  him  about  110  million  roubles.  To 
this  it  is  necessary  to  add  the  profit  resulting  from  the  increase 
in  the  exchange  rate.  It  should  not  be  forgotten  that  the  cur- 
rent low  exchange  rate  of  the  Russian  rouble  is  due,  first,  to 
the  enormous  issues  of  rouble  notes  by  the  Bolshevist  “gov- 
ernment,” and  second,  to  the  fact  that  the  Bolsheviki  have 
refused  to  pay  interest  on  Russia’s  national  debt. 

Any  government  following  the  Bolsheviki  must  begin  to 
pay  this  interest  and  to  limit  the  uncovered  issues  of 
rouble  notes.  Should  this  policy  bring  the  exchange  rate  to 
the  level  of  one  dollar — 5 roubles,  instead  of  one  dollar — 
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7^2  roubles  (the  par  value  before  the  war  was  one  dollar 1 

rouble  93  kopeks),  the  American  capitalist  selling  his  holdings 

would  get  22  million  dollars  instead  of  the  10  million  dollars 
invested. 

As  for  the  possible  American  participation  in  Russia’s 
foreign  trade,  the  old  economic  axioms  “Trade  follows  the 
flag”  and  “Trade  follows  the  investment”  may  well  be  applied 
to  the  present  condition  of  the  United  States.  The  building  of 
a big  merchant  marine  as  well  as  the  capital  accumulated  in 
this  country  during  the  war  will  prove  an  important  stimulus 
for  American  foreign  trade.  With  reference  particularly  to 
American  trade  with  Russia,  good  sugg’estions  may  be  obtained 
from  a study  of  the  trade  between  Russia  and  Germany  during 
about  twenty  years  before  the  War.  Russia  supplied  Ger- 
many with  raw  materials  while  Germany  was  selling  Russia 
mostly  finished  products.  The  following  table  shows  Ger- 
many’s share  in  Russia’s  foreign  trade  before  the  War: 

Imports  from  Russia  Imports  from  Germany 
into  Germany  (accord-  (or  through  Germany* 
ing  to  the  German  sta-  into  Russia  in  relation 
Average  tistics)  in  relation  to  to  the  total  imports 

for  four  years  the  total  exports  from  into  Russia.  (Accord- 

ing  to  the  Russian  sta- 

1895-^  42% 

45%  s 

1907-10  48%  S% 

1911-12  46%  lg% 

This  shows  that  almost  half  of  Russia’s  foreign  trade  before 
the  War  was  in  the  hands  of  Germany.  The  speed  with 
which  Germany  seized  the  Russian  markets,  replacing  Eng- 
land, is  shown  by  the  following  table,  compiled  from  Russian 
official  statistics : 


Year 


1846-1848 

1896-1898 

1898-1902 

1903-1907 

1908-1912 

1912 

1913 

Jan--June,  1914 


Imports  into  Russia  from  (or  by  way  of)  G?rmany 
and  England  in  relation  to  the  total  imports  into 

Russia 

Imports  from  Germany  Imports  from  England 

15.7%  29.2% 

32.4%  18.8% 

34.7%  18.6% 

37.2%  14.8% 

41.6%  13.4% 

45.4%  12.6% 

47.5%  12.6% 

49.6%  13J% 
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Although  in  the  middle  of  the  nineteenth  century  England’s 
share  in  Russia’s  imports  was  almost  double  the  imports  from 
Germany,  not  long  before  the  War  the  imports  from  Germany 
had  increased  to  four  times  the  imports  from  England.  As 
far  as  the  United  States  is  concerned,  her  imports  into  Rus- 
sia were  very  small.  According  to  official  statistics,  the 
United  States’  imports  into  Russia  yearly  averaged  about 
$25,(X)0,(XX)  or  about  4%  of  Russia’s  entire  imports. 

Due  to  the  fact  that  a considerable  part  of  the  American 
exports  reached  Russia  through  German  ports,  thereby  en- 
riching the  German  middlemen  and  the  German  shippers,  the 
real  share  of  the  United  States  in  the  imports  to  Russia 
amounted,  according  to  the  Russian  statistics,  to  about  6%  of 
Russia’s  entire  imports. 

Comparing  these  data  with  the  data  of  the  German  exports 
to  Russia,  we  can  see  that  the  German  exports  to  Russia 
amounted  to  about  seven  or  eight  times  the  United  States’ 
exports  to  that  country. 

In  the  matter  of  imports  from  Russia,  the  position  of  the 
United  States  was  even  worse  when  we  consider  the  fact  that 
the  yearly  average  imports  to  the  United  States  from  Russia, 
for  the  five  years  before  the  War,  amounted  only  to  $21, (XX), (XX) 
or  about  3%  of  Russia’s  entire  exports.  In  this  case,  just  as 
in  the  case  of  the  American  exports  to  Russia,  a considerable 
part  of  the  Russian-American  trade  was  carried  through  Ger- 
man channels.  The  development  of  the  merchant  marine  of 
the  United  States  requires  at  least  a considerable  decrease  in 
these  intermediary  operations  on  the  part  of  Germany. 

The  figures  given  below  show  to  what  extent  the  United 
States  would  profit  by  a proper  development  of  trade  between 
this  country  and  Russia.  The  merchandise  imported  into 
Russia  before  the  war  amounted  yearly,  on  the  average,  to 
$600,000,000.  Now,  with  a real  hunger  for  merchandise  in 
Russia,  a hunger  produced  on  one  side  by  the  disorganization 
of  the  Russian  industries  caused  by  the  war  and  Bolshevism 
and,  on  the  other  side,  by  the  cessation  of  imports  into  Russia 
during  the  last  years,  Russia’s  imports,  counting  the  popula- 
tion of  the  country,  without  Poland  and  Finland,  as  160  mil- 
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lion,  will  amount*  to  not  less  than  one  and  a half  billion  dollars 
yearly,**  approximately  two-thirds  of  the  entire  exports  from 
the  United  States  to  all  countries  during^  the  three  years  pre- 
vious to  the  war. 

The  prices  American  exporters  can  now  get  for  their  mer- 
chandise in  Russia  can  be  judged  from  the  following  table  of 
prices  of  commodities  in  Moscow  and  Petrograd.  These 
prices  are  for  the  beginning  of  August,  1918;  since  then  they 
have  even  increased ; 


Men’s  shoes,  medium  quality per  pair.. 

Women’s  shoes,  medium  quality per  pair.. 

Calico  per  yard.. 

Men’s  shirts,  cotton,  medium  quality per  shirt. - 

Ties,  medium  quality  per  piece.. 

Collars  per  piece.. 

Handkerchiefs,  medium  quality per  piece.. 

Men’s  suspenders,  medium  quality  per  pair.. 

Stockings,  lisle  thread,  medium  quality per  pair.. 

Socks,  medium  quality per  pair.. 

Woolens,  medium  quality  per  yard.. 

One  spool  of  thread 

One  piece  of  toilet  soap ' ] 

Chocolate,  poor  quality  per  pound.. 



Soap  for  laundry pound.. 

Metal  buttons,  poor  quality p,-r  dozen.. 

Men  s gloves,  poor  quality per  pair. 


$40.00 

to 

$50.00 

25.00 

to 

30.00 

.50 

to 

.60 

5.00 

to 

7.00 

4.00 

to 

6.00 

.80 

to 

1.00 

.50 

to 

.60 

l.,50 

to 

2.00 

2.00 

to 

2.50 

.80 

to 

1.00 

20.00 

to 

25.00 

.50 

to 

.60 

..50 

to 

.60 

5.00 

to 

6.00 

3.00 

to 

4.00 

2.00 

to 

2.25 

.35 

to 

.40 

.15 

to 

.20 

4.00 

to 

5.00 

The  prices  of  many  other  commodities  increased  during  the 
w'ar  even  more  than  those  quoted.  Under  such  conditions 
every  one  who  delivers  merchandise  to  the  Russian  market 
immediately  after  peace  is  concluded  will  get  large  dividends. 
The  later  the  merchandise  is  imported,  the  less  the  importer 
will  get  for  his  goods,  because  Germany,  after  receiving  raw 


^ After  China  and  the  United  Kingdom  with  her  colonies,  Russia  will 
remain,  as  far  as  her  population  is  concerned,  the  largest  State  in  the  World, 
even  in  the  event  of  separation  from  her  of  Poland  and  Finland,  At  this 
moment  Russia  occupies  among  other  countries  one  of  the  lowest  places  as 
far  as  her  foreign  trade  per  capita  is  concerned.  The  Russian  market  which 
p ayed  a considerable  role  until  lately  will  play  even  a bigger  role  in  the  future, 
for  simultaneously  with  the  development  of  the  productive  forces  of  the  country, 
the  welfare  and  the  buying  capacity  of  the  population  must  inevitably  increase, 

• , consideration  the  expenditure  required  for  bringing 

into  order  the  railroad  transportation  and  the  merchant  marine.  I am  sure 
that  Russia  will  require,  during  the  next  two  years,  in  railroad  materials  alone 
(rolling  stock,  refrigerators,  rails,  etc.)  about  $150,000,000— $200,000  000  yearly 
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materials  and  half-finished  products,  will  make  an  endeavor 
to  reconquer  the  Russian  market,  having  in  mind  the  enormous 
profits  she  had  from  Russia  before  the  war. 

The  above-given  general  data,  showing  Germany’s  role  in 
the  import  trade  of  Russia,  do  not  present  a complete  picture 
of  Germany’s  domination  of  Russia’s  economic  life  before  the 
war.  A clear  understanding  of  this  can  be  obtained  only  by 
analyzing  Germany’s  exports  of  individual  commodities. 

With  this  purpose  in  view,  I have  elaborated  the  data  re- 
garding Russia’s  trade  with  Germany,  as  well  as  with  other 
countries,  for  1912  and  1913.  These  data  show  clearly  how 
far-reaching  w’as  Germany’s  domination  of  Russia’s  trade  be- 
fore the  war. 

In  the  diagrams  annexed  the  parts  of  the  columns  not  cov- 
ered with  black  ink  represent  Germany’s  exports  to  Russia. 
The  reader  will  see  also  which  kinds  of  merchandise  could 
be  produced  by  Russia  herself,  or  could  be  imported  from 
other  countries,  especially  from  the  United  States. 

The  numbers  above  the  columns  represent  Russia’s  imports 
from  all  countries  in  poods  (1  pood  equals  about  37  pounds) 
or,  in  the  case  of  automobiles,  etc.,  the  total  number  of  such 
articles  imported  from  all  sources.  The  percentage  figures 
show  the  relation  of  the  imports  of  each  article  obtained  from 
Germany  to  the  total  imports.  The  numbers  below  the  col- 
umns show  the  total  value  of  the  imports  from  Germany  in 
roubles  (1  rouble  equals  about  51  cents). 

Now  that  peace  is  practically  concluded  about  4,000,000 
American  soldiers  now  in  France  and  in  camps  in  the  United 
States  will  return  to  their  usual  work.  Among  them  there 
are  from  2,000,000  to  3,000,000  industrial  workingmen  whose 
places,  during  the  war,  have  been  occupied  by  others. 

If  the  Americans,  with  their  usual  energy,  will  begin  to 
work  for  the  Russian  market,  sending  merchandise  which 
before  the  war  was  imported  into  Russia  from  Germany,  it 
may  safely  be  said  that  at  least  one-third  of  the  soldiers  who  so 
gloriously  defended  the  world’s  democracy  would  find  good, 
permanent  employment  in  such  work. 


